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Introduction 



Financing higher education requires political leaders, policymakers, and educators to address broad public policy 
questions, including: 

• What levels of state funding to colleges and universities are necessary to maintain the economic and 
social well-being of the American people? 

• What tuition levels are appropriate given the costs of higher education, its benefits to individuals, and the 
desirability of encouraging participation and increasing completion? 

• What student financial assistance is necessary to provide meaningful educational opportunities to 
students from low- and moderate-income families? 

• How might colleges and universities use available resources to increase productivity without impairing the 
quality of services to students? 

The State Higher Education Finance (SHEF) report is produced annually by the State Higher Education Executive 
Officers (SHEEO) to broaden understanding of the context and consequences of multiple decisions made every year in 
each of these areas. No single report can provide definitive answers to such broad and fundamental questions of 
public policy, but the SHEF report provides information to help inform such decisions. The report includes: 

• An Overview and Highlights of national trends and the current status of state funding for higher education; 

• An explanation of the Measures, Methods, and Analytical Tools used in the report; 

• A description of the Revenue Sources and Uses for Higher Education, including state tax and non-tax 
revenue, local tax support, tuition revenue, and the proportion of this funding available for general 
educational support; 

• An analysis of National Trends in Enrollment and Revenue, in particular, changes over time in the public 
resources available for general operating support; 

• Interstate Comparisons - Making Sense of Many Variables, using tables, graphs, and two-dimensional 
displays to locate and compare states; and 

• Indicators of Relative State Wealth, Tax Effort, and Allocations for Higher Education, along with ways to 
take these factors into account in making interstate comparisons. 

The SHEF report provides the earliest possible review of state and local support, tuition revenue, and enrollment 
trends for the most recent fiscal year. 



Please note: Generally, years referenced in the body of this publication refer to state fiscal years, which commonly start July 1 and run through 
June 30 of the following (current) calendar year. For example, FY 2010 includes July 2009 through June 2010. All enrollments are full-time- 
equivalent for an academic year (including summer term). National averages are calculated using the sum of all of the states. For example, the 
national average per FTE expenditure is calculated as the total of all states' expenditures divided by the total of all states' FTEs. 
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Overview and Highlights 

National Trends in State Funding for Higher Education 

State and local government financial commitment to higher education has increased substantially over the past 
several decades. In 1985, state and local governments combined provided $29.1 billion in direct support for 
general operating expenses of public and independent higher education institutions. This investment increased to 
$42.1 billion in 1995, $69.2 billion in 2005, and $88.9 billion by 2008. 

A recession beginning in 2008 dramatically reduced state revenue and ended the growth in state and local support 
achieved between 2004 and 2008. In response, the American Recovery and Reinvestment Act approved February 
17, 2009 provided funding to stabilize state support for education among other interventions to achieve economic 
recovery. With the approval of the Secretary of Education, funds allocated to the states by Congress could be used 
to supplement state and local funding for education in 2009, 2010, and 2011. 

Late in the 2009 fiscal year, 15 states employed ARRA funds totaling $2.3 billion to replace rapidly declining state 
revenue. State and local support for 2009, including ARRA replacement funds, totaled $89.1 billion, virtually no 
change from the $88.9 billion provided in 2008. In 2010, 43 states provided ARRA funding to their higher education 
systems totaling $4.8 billion. State and local support in 2010, including ARRA funds totaled $88.5 billion, 
representing less than a one percent drop in total funding for higher education. The stability in support for higher 
education is an indicator that ARRA funding has served its purpose in minimizing the negative effects of the 
economic recession on higher education. While total funding has not increased as rapidly as it has in the past, it 
also has not significantly decreased since 2008. Additional ARRA funds totaling $2.8 billion are being allocated to 
higher education by the states in 2011. 1 

In addition to state and local revenue, public institutions collected net tuition revenue of $50.2 billion in 2010, for a 
total of about $138.7 billion available to support the general operating expenses of higher education from these 
combined sources (see Figures 1 and 2). 

The share of total revenue for general operating expenses for higher education originating from net tuition revenue 
showed an increase from 33.6 percent in 2008 to 36.2 percent in 2010. Tuition revenue collected by independent 
(private, not-for-profit) and for-profit institutions is not included in this total. 

Of the $88.5 billion in state and local support during 2010, about 78 percent was allocated to the general operating 
expenses of public higher education. Special purpose or restricted state appropriations for research, agricultural 
extension, and medical education accounted for another 12 percent of the total. The percent of total support 
allocated for financial aid to students attending public institutions increased from 6.4 percent in 2009 to 7.0 
percent in 2010. The remaining three percent supported students attending independent institutions and 
independent institutions' operating expenses. 

Analysis of the data indicates that constant dollar per student state and local funding for public colleges and 
universities decreased between 2009 and 2010. State and local support (excluding appropriations for 
research, agricultural extension, and medical education) per full-time-equivalent student was $6,454 in 2010, 
a $497 constant dollar (or 7 percent) decrease from 2009, and the lowest in the last 25 years. This decrease in 
per student support, despite relatively stable state support, was driven by an increase in enrollments of more 
than 6 percent between 2009 and 2010. 



1 State and local support" in SHEF is generally meant to include funds allocated to states by the federal government through the American 
Recovery and Reinvestment Act of 2009 (ARRA) and both funds from the Education Stabilization Fund and the Other Government Services Fund 
used to fill shortfalls in state support for general operating expenses at public colleges and universities. 
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Higher education has historically experienced large increases in enrollment during times of economic 
recession, and this tendency has been accentuated by the growing economic importance of postsecondary 
education. Nationally, FTE enrollment grew 6 percent between 2009 and 2010, 15 percent between 2005 and 
2010, and 35 percent between 2000 and 2010. 

Highlights of the SHEF report provided below illustrate the long-term patterns, shorter-term changes, and state-level 
variables affecting the resources available to support higher education between 1985 and 2010. These and other 
factors that shape higher education funding are examined in more detail in the sections of the full report that follow. 

Figure 1 

State, Local, and Net Tuition Revenue Supporting General Operating Expenses of Higher Education, 
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Figure 2 

State, Local, and Net Tuition Revenue Supporting General Operating Expenses of Higher Education, 

U.S., Current Dollars 
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Long-Term Revenue and Enrollment Patterns 



1. Since 1985, FTE enrollment at public institutions of higher education has increased from 7.2 million to 11.6 million. 

2. Educational appropriations per FTE (defined to include state and local support for general higher 
education operations) fell to $6,454 in 2010, a 25-year low in inflation-adjusted terms. Annual educational 
appropriations from 1985 through 2010 are displayed in Figure 3. 

3. Tuition charges are the other primary source of revenue used to support public higher education 
(excluding research grants and revenues from independent operations). Net tuition revenue typically has 
increased faster when state and local revenue fails to keep pace with enrollment growth and inflation. 

4. Partially offsetting decreased state and local support, constant dollar net tuition per FTE increased 3.4 
percent between 2009 and 2010. 

5. Constant dollar total educational revenue (as displayed in Figure 3, which includes tuition revenue used 
for capital or debt service) per FTE declined from the late 1980s to the early 1990s from $10,488 in 1988 
to $9,994 in 1993. Thereafter, total educational revenue per FTE grew steadily from 1994 to 2000, 
reaching $11,371, or about 14 percent higher than it was in 1988. Total revenue per FTE then fell sharply 
(about 9 percent) from 2000 to 2004 (to $10,351), rebounded to $11,441 by 2008, and then dropped to 
$10,734 in 2010. Rapid enrollment growth is the most significant factor driving these trends. 
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6. The student share of total educational revenue to support public higher education operations has 
grown steadily since the early 1980s (see Figure 4). By FY 2010, net tuition made up over 40 percent of 
total educational revenue. 

Changes Over the Past Five Years in the States 

Total public higher education enrollment has increased substantially in recent years. Following sharp increases 
nationally from 2002 through 2005, FTE enrollment at public institutions of higher education slowed somewhat, 
only to increase sharply again between 2007 and 2010. These enrollment trends significantly affected the per 
student revenue available to support higher education. Across states both enrollment and appropriations 
growth varied widely from the national average. 

7. Nationally, FTE enrollment grew 15 percent in the past five years. Forty-nine states have experienced 
increases in FTE enrollment since 2005, and total public FTE enrollment increased by 35 percent from 
2000 to 2010. 

8. Per FTE constant dollar educational appropriations increased in twenty states between 2005 and 2010, 
but the variation is wide. Across all 50 states, the change in educational appropriations per FTE varied 
from -27 percent to +27 percent. 

9. Constant dollar educational revenue per FTE (excluding net tuition revenue used for capital or debt service) 
increased about 3 percent on average between 2005 and 2010, but 18 of the states experienced declines in 
this measure. 

10. Fourteen states (Alabama, Arizona, Delaware, Iowa, Maine, Massachusetts, Michigan, Minnesota, 
Pennsylvania, Rhode Island, South Carolina, Vermont, Virginia, and West Virginia) had above average total 
educational revenue despite below average educational appropriations, the result of above average net 
tuition in 2010. The reverse was true in Georgia, Hawaii, Idaho, Louisiana, Nevada, New Mexico, and 
Wisconsin. As a result of below average net tuition revenue, these states had below average total 
educational revenue despite above average educational appropriations. 

Wealth, Taxes, and Allocations for Higher Education 

Each state's unique combination of policy choices and fiscal and environmental conditions provides the context 
within which higher education funding occurs. The national trends outlined below give a sense of general 
conditions, but individual state contexts vary widely. The available data are from 1998 to 2008, lagging two years 
behind appropriations data reported elsewhere in this report. 

11. Total taxable resources per capita, a statistic that captures state income and wealth, decreased from 
$53,670 to $53,134 in current dollars between 2007 and 2008, a one-year decrease of one percent. 
Meanwhile, per capita state and local tax revenue increased $115, or 2.7 percent. 

12. Over the ten-year period 1998 to 2008, total taxable resources per capita increased 47.6 percent, while 
the effective tax rate increased by 5.5 percent. 

13. The proportion of state and local tax revenue allocated to higher education declined from 6.9 percent in 
1998 to 6.6 percent in 2008. 
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Economic Recessions and Higher Education 

During periods of economic recession, enrollment demand tends to grow more rapidly at a time when state revenue 
falls or fails to grow. This tendency exacerbates the effects of a parallel tendency, (as noted by Harold Hovey in 1999) 
for higher education to become the "balance wheel" for state finance, declining faster than the rest of the state 
budget in recessions, and then growing faster when state revenue recover. 

14. Over the past 25 years, state and local support for higher education has twice recovered following major 
economic recessions to levels that exceeded previous support. 

15. The pattern of recovery following the 2001 recession began for a third time in 2007, but this recovery was 
cut short by the onset of the recession that started in 2008. Constant dollar per student state support 
began another downturn, rather than continuing its return to the levels reached in 1999 through 2001. 

16. To counter the impact of the current recession. Congress passed the American Recovery and 
Reinvestment Act (ARRA). States could use a portion of these funds for operating budget shortfalls in 
public colleges and universities in order to mitigate tuition increases and faculty and staff layoffs in fiscal 
years 2009, 2010, and 2011. In FY 2009, 15 states used ARRA funds to cover operational shortfalls, 
accounting for 3 percent of total state and local support for higher education. In 2010, over 5 percent of 
total state and local support was from ARRA funds, which were used by 43 states. 
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Looking Ahead 

Long-term trends documented by the SHEF report illustrate the depth of public commitment and the resiliency 
of state and local support for higher education. Despite the recurring failure of state funding to keep pace with 
enrollment growth and inflation during periods of recession, states historically have "caught-up" in the 
economic recovery periods. 

Relentless enrollment growth over the past ten years clearly demonstrates the depth of the public's interest in 
and commitment to public higher education. In view of the economic challenges facing the country, however, 
only time will tell when full recovery from the current recession will occur and what that recovery will mean for 
the economy and public investment higher education. As indicated above, ARRA funds provided more than 5 
percent of the state and local revenues devoted to higher education in 2010. But the reliance on ARRA funds 
declined by $2.0 billion in 2011 appropriations, and most of the decreases in ARRA funds were replaced with 
increased state revenues. 

Total funding (including federal stimulus funds) for 2011 is approximately $1.4 billion less than states alone 
provided in 2008 as reported by Grapevine (online at www.grapevine.ilstu.edu and in Grapevine Tables 1 and 2 
in Appendix A of this report). 

According to the National Association of State Budget Officers, state revenue has fallen at an unprecedented rate 
and full recovery will, at best, take several years. This prognosis, combined with the declining availability of ARRA 
state fiscal stabilization funds, suggests that 2012 is likely to be a very challenging budget year in many states. 

As shown in the comparative state statistics, conditions in individual states vary dramatically from the national 
trends described in this report. Every state, however, faces similar questions in meeting the growing needs of its 
people and communities for higher education, as well as for other public services. The comparative and trend 
information in this report can assist policy leaders in every state as they determine their goals for higher 
education and develop strategies for pursuing them. 
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Measures, Methods, and Analytical Tools 

Primary SHEF Measures 

To assemble the annual SHEF report, SHEEO collects data on all state and local revenue used to support higher 
education, including revenue from taxes, lottery receipts, royalty revenue, and state-funded endowments. It also 
identifies the major purposes for which these public revenues are provided, including general institutional operating 
expenses, student financial assistance, and support for centrally-funded research, medical education, and extension 
programs. The analysis of these data yields the following key indicators: 

• State and Local Support - consisting of state tax appropriations and local tax support plus additional non- 
tax funds (e.g., lottery revenue) that support or benefit higher education, and funds appropriated to other 
state entities for specific higher education expenditures or benefits (e.g., employee fringe benefits 
disbursed by the state treasurer). As noted above, state and local support for 2010 includes $4.8 billion in 
federal ARRA revenue provided to stabilize this source of revenue for higher education. 

• Educational Appropriations - that part of state and local support available for public higher education 
operating expenses, defined to exclude spending for research, agricultural, and medical education, as well 
as support for independent institutions or students attending them. Since funding for medical education 
and other major non-instructional purposes varies substantially across states, excluding these funding 
components helps to improve the comparability of data on per student funding. 

• Net Tuition Revenue - the gross amount of tuition and fees, less state and institutional financial aid, 
tuition waivers or discounts, and medical student tuition and fees. This is a measure of the resources 
available through tuition and fees to support instruction and related operations at public higher 
education institutions. Net tuition revenue generally reflects the share of instructional support received 
from students and their families, although it is not the same and does not take into account many 
factors that need to be considered in analyzing the "net price" students pay for higher education. 2 

• Total Educational Revenue - the sum of educational appropriations and net tuition revenue excluding any 
tuition revenue used for capital and debt service. It measures the amount of revenue available to public 
institutions to support instruction (excluding medical students). Very few public institutions have 
significant non-restricted revenue from gifts and endowments to support instruction. In some states, a 
portion of the net tuition revenue is used to fund capital debt service and similar non-operational 
activities. These sums are excluded from calculations used to determine total educational revenue. 

• Full-Time-Equivalent Enrollment (FTE) - a measure of enrollment equal to one student enrolled full-time 
for one academic year, calculated from the aggregate number of enrolled credit hours (including summer 
session enrollments). SHEF excludes most non-credit or non-degree program enrollments; medical school 
enrollments also are excluded for reasons mentioned above. FTE reduces multiple types of enrollment to 
a single measure in order to compare changes in total enrollments across states and sectors, and to 
provide a straightforward method for analyzing revenue on a per student basis. 



2 SHEF does not provide a measure of "net price," a term that generally refers to the cost of attending college after deducting assistance 
provided by federal, state, and institutional grants. SHEF does not deduct federal grant assistance (primarily from Pell Grants) from gross 
tuition revenue, since these are non-state funds that substitute, at least in part, for non-tuition costs borne by students. Non-tuition costs 
(room and board, transportation, books, and incidentals) typically total $10,000 or more in addition to tuition costs. This requires students with 
a low expected family contribution (most Pell recipients) to augment federal grants with a substantial contribution from part-time work or 
loans, even at a comparatively low-tuition public institution. In addition, the availability of federal tuition tax credits since 1999 has helped 
reduce "net price" for middle- and lower-middle-income students. While these tax credits have no impact on the net tuition revenue received by 
institutions, they do reduce the "net price" paid by students. SHEF's net tuition revenue statistic is not a measure of "net price, but a measure of 
the revenues institutions received from tuition. It is a straightforward measure of the proportion of public institution instructional costs borne by 
students and families. Measures of net price to the student need to include non-tuition costs and all forms of aid. 
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Adjustments for Comparability 

SHEF's analytic methods are designed to make basic data about higher education finance as comparable as possible 
across states and over time. Toward that end, financial indicators are provided on a per student basis (using FTE 
enrollment as the denominator), and the State Higher Education Finance (SHEF) report employs three adjustments to 
the "raw data" provided by states: 

• Cost of Living Adjustment (COLA) to account for cost of living differences among the states, 

• Enrollment Mix Index (EMI) to adjust for differences in the mix of enrollment and costs among types of 
institutions with different costs across the states, and 

• Higher Education Cost Adjustment (HECA) to adjust for inflation over time. 

Technical Papers A, B and C appended to this report describe these adjustments in some detail. Tables provided in 
these technical papers show the actual effects of these adjustments on data provided by individual states, 
including the adjustments from current to constant (inflation-adjusted dollar values that are made annually to 
reflect inflation). Additional appendices provide a glossary of terms and definitions, a copy of the data collection 
instrument, and a list of state data providers. 

Financial Data in Perspective: Uses and Cautions 

Higher education financial analysis is essential, but using financial data can be tricky and even deceptive. This section 
is intended to help readers and users focus on some of the core purposes of interstate financial analysis, while being 
cognizant of limitations inherent in the data and methods. 

Comparing institutions and states is a difficult task. Consider how different the states are, even after adjusting for 
population size. They vary in climate, energy costs, housing costs, population densities, growth rates, resource 
bases, and the mix of industries and enterprises. Some have a relatively homogenous, well-educated population, 
while others have large numbers of disadvantaged minorities and recent immigrants. Most states have pockets of 
poverty, but these vary in their extent and concentration. 

State higher education systems also differ. Some have many small institutions, others fewer but larger institutions. 
Some have many independent (privately controlled) institutions; others rely almost entirely on public institutions, 
with varying combinations of research universities, community colleges, and four-year universities. Across states, 
tuition policies and rates vary, as do the amounts and types of financial aid, which in turn affect enrollment 
patterns. Some states have multiple institutions that offer high-cost medical education and engineering programs, 
while others provide substantially more funding for research or emphasize undergraduate education. 

In addition to these differences, technical factors can make interstate comparisons misleading. As one example, 
states differ in how they finance employee benefits, including retirement. Some pay all retirement costs to 
employee accounts when the benefits are earned, while others defer part of the costs until the benefits are paid. 
Some pay benefit costs through a state agency, while others pay from institutional budgets. Many studies of state 
finance try to account for such factors, but no study, including this one, can assure flawless comparisons. 

The SHEF report seeks to provide— to the extent possible— comparable data and reliable methods for examining 
many of the most fundamental financial issues facing higher education, particularly at the state level. Its purpose is 
to help educators and policymakers: 

• Examine whether or not state funding for colleges and universities has kept pace with enrollment growth 
and inflationary cost increases; 
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• Focus on the major purposes for state spending on higher education and how these investments are 
allocated; 

• Assess trends in the proportion or "share" that students and families are paying for higher education; 

• See how funding of their state's higher education system compares to other states; and 

• Assess the capacity of their state economy and tax policies to generate revenue to support public 
priorities such as higher education. 

While making finance data cleaner and more comparable, SHEF's analytic methods also add complexity. All 
comparisons can claim only to be "valid, more or less," and SFIEF is no exception. Analysts with knowledge of 
particular states probably know of other factors that should be taken into account, or that could mislead 
comparative analysis. SFIEEO continues to welcome all efforts to improve the quality of its data and analytical 
tools. We urge readers and users to help us improve both methods and understanding. 

Many educators and policymakers (and segments of the public) may look to interstate financial analysis to determine 
"appropriate" or "sufficient" funding for higher education. But sufficiency is meaningful only in the context of a 
particular state's objectives and circumstances. State leaders, educators, and others must work together to set goals 
and develop strategies to achieve those goals, and then determine the amount and allocations of funds required for 
success. 

Whether the objective is to sustain competitive advantage or to improve the postsecondary education system, 
money is always an issue. With additional resources, educators can serve more students at higher levels of quality. 
But more spending does not necessarily yield proportional increases in quantity or quality. 3 Efficiency is a thorny 
issue in educational finance; educators always can find good uses for additional resources, and resources always are 
limited. If educators and policymakers can agree that it is highly desirable to achieve widespread educational 
attainment more cost-effectively, they can work together to increase educational productivity. Authentic 
productivity gains require sustained effort, a combination of investing in priorities and finding efficiencies through 
incentives, reallocation, and innovation. 

The question, "Flow much funding is enough?" has no easy answer at the state or national level. Educators and 
policymakers must work together to address such key questions as: 

• What kind of higher education system do we want? 

• What will it take, given our circumstances, to obtain and sustain such a system? 

• Are we making effective use of our current investments? 

• Where would an incremental or reallocated dollar help meet state goals? 

Good financial data and analysis are essential for addressing such questions. 



3 Jones, D., and Kelly, P. (2005). A new look at the institutional component of higher education finance: A guide for 
evaluating performance relative to financial resources. Boulder, CO: NCFIEMS. 



15 



State Higher Education Finance FY 2010 



16 



State Higher Education Finance FY 2010 



Revenue Sources and Uses 



Support for higher education involves a substantial financial commitment by state and local governments. Twenty- 
five years ago, in 1985, state and local governments invested $29.1 billion (in current dollars) in direct support for 
the operations of public and independent higher education institutions. By 2010, state and local support for higher 
education reached $88.5 billion. 

This section provides data and analysis on these sources of state and local government support for higher education, 
focusing on selected years in the period beginning in 1985 and providing greater detail on the most recent five years 
(2005-2010). It also provides an overview of the major uses of that support, including state support for (1) research, 
agricultural extension, and medical education; (2) student financial aid; and (3) independent (private, not-for-profit) 
institutions. 4 

As shown in Table 1, sources for the $88.5 billion state and local government support for higher education in 2010 
included the following: 

• State sources accounted for about 91 percent, with 80.9 percent coming from appropriations from state tax 
revenue. 

• Non-tax appropriations, mostly from state lotteries, were a small but rapidly growing portion of state 
funds, increasing from $2 billion in 2005 to $2.8 billion in 2010. 

• Local appropriations accounted for 10 percent, with some degree of local tax support for higher education 
in 31 states. 

• State-funded endowment earnings, a source for higher education revenue in nine states, accounted for 
another 0.5 percent. 

• Oil and mineral extraction fees or other lease income (generally not appropriated) accounted for 0.1 
percent. 

• Federal funds allocated to states for higher education operations through the American Recovery and 
Reinvestment Act (ARRA) totaled $4.8 billion across 43 states, 5.4 percent of the national total. 

Major uses of the $88.5 billion in 2010 state and local government funding for higher education included: 

• $68.8 billion (about 78 percent) for general operating expenses of public higher education institutions. 

• $10.5 billion (12 percent) for special-purpose appropriations— research, agricultural extension, and medical 
education. 

• State-funded student financial aid programs, including state-funded programs for students attending 
independent as well as public institutions, accounted for about 9.7 percent of the funds used. 

• Direct support of independent institutions in the 16 states with such state-funded programs made up 0.2 
percent of the funds used. 



These proportional allocations and uses of state and local support for higher education have not changed significantly 
since 2005. 



4 Supplemental SHEF Tables, which are available at www.sheeo.org, provide more detailed data and tables on 
state-by-state sources and uses of higher education funding for 2010. As noted in the examples below, revenue 
sources vary considerably across states and from the national averages. 
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Table 1 

Major Sources and Uses of State and Local Government Support 
Fiscal 2005-2010 (Dollars in Millions) 



Source 




2005 


2006 


2007 


2008 


2009 


2010 


State Support 


















ARRA Funds 


- 




- 


- 


2,324 


4,786 




TaxAppropriations 


62,753 


67,538 


72,440 


77,542 


75,437 


71,620 




All Non-TaxSupport 


2,011 


2,205 


2,245 


2,260 


2,736 


2,786 




Non-Appropriated Support 


112 


124 


97 


116 


125 


127 


State Funded Endowment Earnings 


292 


303 


318 


347 


398 


400 




Other (1) 


140 


155 


617 


684 


186 


209 




Funds Not Available for Use (2) 


45 


43 


38 


64 


602 


394 


State Total 




65,263 


70,281 


75,679 


80,885 


80,604 


79,534 


Local Tax Appropriations 


6,650 


6,970 


7,307 


8,036 


8,495 


8,945 


Total 




$ 71,913 


S 77,251 


$ 82,986 


$ 88,921 


S 89,098 


$ 88,479 


Uses 


















Resea rch-Agric-Medical 


9,388 


9,597 


10,295 


11,133 


11,008 


10,554 




Public Student Aid (3) 


4,021 


4,402 


4,339 


4,714 


5,732 


6,189 




Independent Student Aid (4) 


2,188 


2,288 


2,404 


2,434 


2,510 


2,374 




Out-of-State Student Aid 


34 


35 


37 


33 


35 


38 




Independent Institutions 


259 


264 


287 


295 


255 


195 


Non-Credit and Continuing Education 


251 


266 


339 


327 


318 


340 




General Public Operations 


55,772 


60,400 


65,286 


69,986 


69,241 


68,789 


Total 




$ 71,913 


$ 77,251 


$ 82,986 


$ 88,921 


S 89,098 


$ 88,479 


(Percentages) 
















Source 




2005 


2006 


2007 


2008 


2009 


2010 


State Support 


















ARRA Funds 


0.0% 


0.0% 


0.0% 


0.0% 


2.6% 


5.4% 




TaxAppropriations 


87.3% 


87.4% 


87.3% 


87.2% 


84.7% 


80.9% 




All Non-TaxSupport 


2.8% 


2.9% 


2.7% 


2.5% 


3.1% 


3.1% 




Non-Appropriated Support 


0.2% 


0.2% 


0.1% 


0.1% 


0.1% 


0.1% 


State Funded Endowment Earnings 


0.4% 


0.4% 


0.4% 


0.4% 


0.4% 


0.5% 




Other (1) 


0.2% 


0.2% 


0.7% 


0.8% 


0.2% 


0.2% 




Funds Not Available for Use (2) 


0.1% 


0.1% 


0.0% 


0.1% 


0.7% 


0.4% 


State Total 




90.9% 


91.1% 


91.3% 


91.1% 


91.8% 


90.8% 


Local Tax Appropriations 


9.2% 


9.0% 


8.8% 


9.0% 


9.5% 


10.1% 


Total 




100.1% 


100.1% 


100.1% 


100.1% 


101.4% 


100.9% 


Uses 


















Resea rch-Agric-Medical 


13.1% 


12.4% 


12.4% 


12.5% 


12.4% 


11.9% 




Public Student Aid (3) 


5.6% 


5.7% 


5.2% 


5.3% 


6.4% 


7.0% 




Independent Student Aid (4) 


3.0% 


3.0% 


2.9% 


2.7% 


2.8% 


2.7% 




Out-of-State Student Aid 


0.0% 


0.0% 


0.0% 


0.0% 


0.0% 


0.0% 




Independent Institutions 


0.4% 


0.3% 


0.3% 


0.3% 


0.3% 


0.2% 


Non-Credit and Continuing Education 


0.3% 


0.3% 


0.4% 


0.4% 


0.4% 


0.4% 




General Public Operations 


77.6% 


78.2% 


78.7% 


78.7% 


77.7% 


77.7% 


Total 




100.0% 


100.0% 


100.0% 


100.0% 


100.0% 


100.0% 



Percentages may not equal 100 due to rounding. 

Notes: 

1 ) "Other" includes multi-year appropriations from previous years and funds not classified into one of the other source categories. 

2) "Funds Not Available for Use" includes appropriations that were returned to the state, and portions of multi-year appropriations 
to bespread over other years. 

3) "Public Student Aid" is state appropriated student financial aid for public institution tuition and fees. Includesaid appropriated 
outside the recognized state student aid program(s). Some respondents could not separate tuition aid from aid for living expenses. 

4) "Independent Student Aid" is state appropriated student financial aid for students attending independent institutions in the state. 

Source: State Higher Education Executive Officers 
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National Trends in Enrollment and Revenue 



This section highlights national trends in higher education enrollment and the relationship between these trends and 
available revenue (and other components of financing). These "national" trends are actually composites of 50 unique 
and varied state trends. The following section and Supplemental SHEF Tables (on the website www.sheeo.org) provide 
detailed information on the varied patterns across states. 

The historical data in Figure 3 demonstrate the relationships between higher education enrollment and revenue over 
time. Figure 3 also illustrates the longer-term trends. In 2010, state and locally financed educational appropriations for 
public higher education hit the lowest level ($6,454 per FTE) in a quarter century, driven by accelerating enrollment 
growth, modest inflation, and the failure of state and local funding to keep pace with either during the past two years. 

Figure 3 illustrates the following: 

Full-Time-Equivalent Enrollment (FTE) 

• Nationally, the long-term enrollment trend for public institutions indicates continued growth. 

• Enrollment grew rapidly from 2000 to 2005, and then more modestly in 2006 and 2007 (see the "public 
FTE enrollment" trend line in Figure 3). Growth has accelerated again in recent years. In 2010, FTE 
enrollment increased 6.3 percent over 2008. Over the last ten years, enrollment grew by about 35 
percent. 

• The rate of enrollment growth varies from year to year and state to state in response to the economy and 
job market as well as underlying demographic factors. It is likely, however, that enrollments would have 
been even higher, except for budget driven enrollment caps in some states and reductions in state student 
financial assistance. 

Educational Appropriations 

• Educational appropriations per FTE (see the blue bars in Figure 3) reached a high of $8,035 in 2000. 

• Following four years of decline (2002, 2003, 2004, and 2005), per student educational appropriations 
increased in 2006, 2007, and 2008, recovering to $7,325 and then declining once again by 7.2 percent to 
$6,454 in 2010. 

• Appropriations per FTE were lower in 2010 (in constant dollars) than in any year since 1980. 



Net Tuition Revenue 

• The rate of increase in net tuition was slower in 2007 and 2008 than in the previous three years, but in 
2010 net tuition grew again as a percentage of total educational revenue. 

• The rate of growth in net tuition revenue has been particularly steep during periods when state and local 
support have fallen short of inflation and enrollment growth, typically during and immediately following 
economic recessions. 
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Figure 3 

Public FTE Enrollment and Educational Appropriations per FTE, U.S., Fiscal 1985-2010 
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Note: Net tuition revenue used for capital debt service are included in the above figures. 
Constant 2010 dollars a djusted by SHEEO Higher Education Cost Adjustment (HECA). 
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Net Tuition Revenue at Public Institutions-Further Discussion 

Among the many policy-relevant financial issues facing policymakers, the increased reliance on tuition revenue to 
support the services provided by higher education stands out as needing better data and analysis. The SHEF data 
collection instrument requests that states calculate and report annual estimates for gross tuition and fee revenue 
based on tuition rates and credit-hour enrollment. Across all states, these gross tuition and fee assessments in 
public postsecondary institutions totaled $64.7 billion in 2010. After subtracting state-funded public financial aid, 
institutional discounts and waivers, and tuition and fees paid by medical school students, the net tuition revenue 
available to support "general operating costs" was $54.1 billion, 84 percent of gross assessments. 

The resulting net tuition revenue for selected years between 1985 and 2010 is reported in Table 2 in current dollars 
and in Table 3 in constant dollar values. 5 Some states report that a portion of the public institution tuition and fees is 
used for capital debt service or retirement. Tables 2 and 3 show this amount. Tuition and fees used for debt service are 
included in net tuition, but they are not included in the calculation of total educational revenue. This procedure reflects 
the fact that these debt service costs are borne by students, but are not available to support general operating and 
educational costs. 

As shown in Figures 3 and 4, net tuition revenue has grown most rapidly as a percentage of total educational revenue 
in public institutions during periods when constant dollar state support per student has declined. Nationally, net 
tuition accounted for just about 23 percent of educational revenues in 1985, which followed the recession of 1981- 
82. Net tuition revenue remained near that level through the rest of the 1980s. Following the recession of 1990-91, 
the net tuition share of educational revenue grew rapidly to 31 percent, where it stayed through the 1990s. In the 
three years following the recession in 2001, during which enrollment grew rapidly and aggregate state funding 
remained relatively constant, the net tuition share of total educational revenue grew rapidly to 35%. Following the 
recession of 2008, net tuition has climbed to its current level of more than 40 percent. 

The combination of state government support, local tax appropriations, and tuition revenue constitutes the principal 
source of support for instructional programs at public institutions. Estimates made on the basis of institutional data 
reported to the National Center for Education Statistics indicate that the proportion of public institution revenue 
derived from tuition varies substantially. At public, two-year institutions, on average just over 75 percent of 
educational operating revenue is derived from state or local sources, with the remaining 25 percent coming from 
tuition revenue. At public four-year institutions, on average well over 40 percent of educational operating revenue is 
derived from tuition, with the remainder from state and other sources. 

State support remains central to supporting educational services even at public research universities where its 
importance tends to get lost within the complex budgets of large institutions. The combination of state support and 
tuition remains the dominant revenue source for instructional programs, and public support generally exceeds that 
provided through student charges. Multiple other sources of revenue received and used by research universities are 
associated with sponsored research and contracts, auxiliary enterprises, and hospitals and other medical activities. 
These activities may complement and enhance instruction, but they are typically expected to be mostly, or entirely, 
financially self-supporting. 

Relationships between state support and tuition revenue receive substantial public attention. Some observers 
have suggested that states are abandoning their historical commitment to public higher education. National data 
and more careful attention to variable state conditions strongly suggest that such a broad observation is not 
justified by the available data. It also is not consistent with the stated intentions of state policymakers. But the 
steady increase in tuition rates and growing reliance on this source of revenue has the potential of reducing 
opportunity and decreasing the educational attainment of the American people. 



5 Detailed state-level information can be found in the Supplemental SHEF Tables (www.sheeo.org). 
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